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1. PURPOSE AND PROBLEM STATEMENT 
Over the last few decades increased international trade between countries has become a 
major trend in today’s world. This trend can especially be observed in the development 
of the volume of world trade. Between 1950 and 2013 the volume of world merchandise 
trade increased from $94 billion to $18.30 trillion (see Figure 1). This rapid increase, in 
particular after 1990, was supported by the gradual liberalization of the world economy 
and thus enabled a freer transfer of goods, capital and technology (Berger, 2002).  
Figure 1: World merchandise trade development between 1950 and 2013* 
 
Notes: 
* Value of all exports computed based on current (nominal) prices in $ at current exchange rates 
(Data Source: WTO, 2014) 
Furthermore, bilateral and multilateral trade agreements between participating countries 
have resulted in a decrease in barriers, tariffs to trade, and other protectionist measures. 
Moreover, developments in information technology have made communication, 
coordination, the transfer of know-how and, therefore, worldwide networking less costly 
which have led to the emergence of a global market (Berger, 2002). This in turn has 
enabled liberalization of capital markets, high product mobility and an overall decline 
in economic costs, but at the same time this has also resulted in growing competition in 
both home and overseas markets (Rugman and Verbeke, 2004). 
There is no doubt that today’s global economy will continue to grow at a rapid pace and 
that every single company, national and/or international, small and/or large, is and will 
continue to be significantly affected by these changes. One consequence of this can be 































home markets, resulting in the emergence of multinational companies (MNCs)1. Thus, 
the number of MNCs rose from about 7,000 in 1970 to more than 78,000 in 2006 
(McCann, 2009) while foreign affiliates increased from 150,000 in 1990 to a remarkable 
780,000 in 2006 (McCann, 2009). Furthermore, as depicted in Table 1 below, between 
1990 and 2013 the amount of foreign direct investment (FDI) (outward stock) made by 
MNCs has grown by more than 1200% (from $2.08 trillion in 1990 to $26.31 trillion in 
2013).  
Table 1: Development of worldwide FDI 1990-2013 
Value at current prices 
(Billions of dollars*) 
 Item 1990 2005-2007 
Pre-crisis 
average 
2011 2012 2013 
FDI inflows 208 1493 1.700 1.330 1.452 
FDI outflows 241 1532 1.712 1.347 1.411 
FDI inward stock 2.078 14.790 21.17 23.304 25.464 
FDI outward stock 2.088 15.884 21.913 23.916 26.313 
Notes: 
*US Dollars at current prices and current exchange rates in millions 
(Data Source: UNCTAD, 2014) 
These indicators in Table 1 reveal that firms have taken a particular attitude towards 
international expansion. It would be fair to state that companies perceive 
internationalization as being beneficial, i.e. that it provides internationally expanding 
firms with greater benefits as compared to those gained by companies operating in solely 
domestic markets. Yet, such benefits including economies of scale or exploitation of 
international market differences2   are merely “one side of the coin”. While it is clear that 
development in global trade creates new venture possibilities, this is also accompanied 
by a number of diverse risks; indeed, internationalization itself can equally be seen as a 
potentially hazardous undertaking3 (Berger, 2002; Welge and Holtbrügge, 2015). 
Certainly, there are numerous examples of unsuccessful internationalization into foreign 
markets (e.g. the largest US retailer Wal-Mart into Germany), simply because the risks 
of multinationality were not sufficiently considered by the expanding firms. Therefore, 
                                                          
1 Companies with affiliates in more than one country (Dunning, 1974). 
2 For a more detailed discussion on the benefits and costs of multinationality, see Chapter 2. 
3 i.e. there is a set of certain risks to which international companies are exposed, and which their domestic 
counterparts do not face. 
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understanding the factors affecting the success of international expansion is crucial, 
because maximizing/increasing corporate performance (both the capital market as well 
as the financial performance) can be seen as an essential aim of each company. With 
this in mind, the question that arises is: what are the performance effects of 
multinationality. Is it beneficial (in terms of net performance effects) for firms to 
conduct their economic activities beyond their national borders? Should companies 
expand their pre-existing international involvement in order to achieve higher 
performance? Similarly, it is necessary to ascertain whether there is an optimal level of 
internationalization after which a company will experience performance decline and 
whether it is more profitable to expand on a global scale or solely in the company’s own, 
home region4. Knowledge of the potential costs and benefits of multinationality and the 
resulting performance curve induced through internationalization can be essential for 
managers in formulating an optimal strategy. In particular, there is a need to inform the 
managers what challenges they should expect during internationalization, how the costs 
induced by internationalisation can be minimized and how managers should relocate 
their firms’ resources in order to maximize the gains from multinationality. Thus, the 
relationship between multinationality (M) and performance (P) can be seen as a relevant 
topic – not only in practice, but also for research purposes. 
This dissertation examines the performance effects of multinationality. The structure of 
the introductory part is organized as follows. The next chapter, Chapter 2, summarizes 
theoretical arguments about the potential costs and benefits of multinationality, which 
can be found in the international business (IB) literature. Chapter 3 briefly highlights 
the past and present state of the art on the overall relationship between multinationality 
and performance, highlighting the inconsistent empirical findings. Based on the 
conclusions from Chapter 3, Chapter 4 discusses possible reasons for the inconsistencies 
in determining the M-P relationship. Chapter 5 provides an overview over the research 
questions. This is followed by Chapter 6, which presents the three research papers, 
highlighting the adopted theoretical basis, research questions, hypothesis, general 
methodology and main findings of the respective empirical papers. Finally, the 
introductory part of this doctoral thesis closes with Chapter 7, summarizing the main 
conclusions of the research papers.  
                                                          
4 A company’s home region can be defined as a closed geographic area with a “grouping of countries 
with physical continuity and proximity” (Arregle, Beamish and Hebert, 2009, p. 8). 
4 
 
2. THEORETICAL ARGUMENTS 
In the IB literature there are distinct theoretical arguments which describe the 
advantages and disadvantages of being multinational. For instance, a popular pro 
multinationality argument is that of economies of scale. In particular, the extension of 
business activities to multiple markets allows a further decrease of cost per unit (Hitt, 
Hoskisson and Kim, 1997; Lu and Beamish, 2004). Hitt et al. suggest that, “international 
diversification provides greater opportunities to achieve optimal economic scale and to 
amortize investments in critical functions such as R&D and brand image over a broader 
base” (Hitt et al., 2007, p. 771). In this context, multinationality also provides the 
potential for a firm’s growth and thus creates future market opportunities (Hitt et al., 
1997). Hence, based on this argument there should be a positive performance effect of 
multinationality. Another possible benefit can be found in the argument of increased 
operational flexibility. According to this view a broad international network of activities 
(i.e. at different locations) enables MNCs to effectively respond to changing business 
environments (Eckert, Ral-Trebacz, Sefrin and Trautnitz, 2016b; Kogut, 1985; 
Pantzalis, 2001). Moreover, by operating in several international locations, 
multinationality allows firms to gain access to more efficient input and output markets 
(Hennart, 1982; Lu and Beamish, 2004). Likewise, MNCs are able to exploit differences 
in factor costs by choosing the more profitable location for their activities (Eckert, 
Dittfeld, Muche and Rässler, 2010; Kogut, 1985). In line with the monopolistic 
advantage theory/theory of firm-specific advantages (Dunning, 1979; Kindleberger 
1969; Hymer, 1976; Rugman, 1981), MNCs can gain superior market power on 
international markets and ultimately positive performance if they are in charge of certain 
firm-specific advantages (FSAs)5 (Dittfeld, 2016). In this sense, internationalization 
makes it possible to capitalize on such FSAs which stem from imperfections in input 
and output markets by creating an internal structure for organizing MNCs economic 
transactions (Eckert, 2014; Mork and Yeung, 1991; Dittfeld, 2016).6 Furthermore, 
                                                          
5 In this dissertation the terms “firm-specific advantages”, “firm’s intangible assets/resources”, or “firm’s 
specific assets” refer to the same concept. According to Rugman, firm-specific advantages represent a 
“unique capability proprietary to the organization” (Rugman, 2005: p. 34). Such assets usually include 
brand, know-how, innovative products, technology, managerial and/or marketing capabilities etc. The 
IB-literature often distinguishes between downstream such as marketing or upstream such as production 
business activities. 
6 Closely related to the above is the theory of internalization (Buckley and Casson, 1976), which will 
receive thorough discussion in Section 4.2. 
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according to the incomplete capital markets theory (IMCT), firms are able to spread 
their risk across different countries (Eckert et al., 2010) and additionally lower the 
fluctuation (i.e. the variation) of their profitability through increased geographical 
diversification (Eckert, et al., 2016b; Lu and Beamish, 2004; Rugman, 1976). From the 
capital-market perspective multinationality and ultimately MNCs can be considered as 
“surrogate diversification vehicle[s] for their investors” (Eckert and Trautnitz, 2010, p. 
97) and are therefore able to enhance their capital-market performance. However, Eckert 
and Trautnitz (2010) point out that this effect is only effective if the capital markets are 
not sufficiently integrated. Otherwise, investors can efficiently spread their investments 
by themselves (Eckert et al., 2010; Eckert et al., 2016b). Finally, through 
internationalization MNCs are able to increase their international experience while 
conducting foreign activities. Indeed, Hitt et al. emphasize that multinationality 
“provides the opportunity for new and diverse ideas from a variety of market and 
cultural perspectives. This suggests that internationally diversified firms have greater 
opportunities to learn (increasing organizational knowledge) than purely domestic 
firms” (Hitt et al., 1997, p. 774).  
On the other side, expanding internationally implies that a MNC will encounter a set of 
specific costs, so-called liabilities of foreignness and newness (Eckert et al., 2010; 
Hymer, 1976; Zaheer, 1995). Being foreign and new confronts MNCs with a number of 
challenges and problems arising from the economic, cultural, and/or institutional 
differences between the home and target country as well as difficulties in establishing 
their own position in international markets (Lu and Beamish, 2004).7 High degrees of 
internationalization can also lead to problems of complexity and coordination, which 
can result in a decline in performance (Eckert et al., 2010; Lu and Beamish, 2004). In 
the course of developing a global business network as well as a multiplication of value 
chain activities the costs of governance, communication and coordination practically 
explode, exceeding the benefits of multinationality (Lu and Beamish, 2004). In another 
sense, by taking the agency perspective into account multinationality can lead to 
performance losses due to the differences in interests between managers and 
shareholders (Jensen and Meckling, 1976; Mishra and Gobeli, 1998). Because of 
                                                          
7 These costs, however, can be mitigated by firms’ international experience gained on international 
markets in order to adapt more efficiently to a new and heterogeneous environment (Contractor, Kundu 
and Hsu, 2003). 
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information asymmetry, it is possible that managers will favor international strategy to 
realize their personal objectives (Eckert et al., 2016b). Thereby, shareholders will 
implement costly systems in order to monitor their managers because they may pursue 
certain strategies which are in conflict with the interests of the shareholders (Mishra and 
Gobeli, 1998). Given the divergence of interests between managers and shareholders, 
increased multinationality should lead to reduced capital-market performance (Mishra 
and Gobeli, 1998; Morck and Yeung, 1991).8  
3. EXTANT EMPIRICAL FINDINGS 
The performance effects of multinationality have been subject to extensive study over 
the last four decades. The outcomes vary depending on different underlying theoretical 
perspectives and/or methodological considerations (Bowen, 2007; Kirca, Hult, Roth, 
Cavusgil, Perryy, Akdeniz, Deligonul, Mena, Pollitte, Hoppner, Miller and White, 2011; 
Verbeke, Li and Goerzen, 2009). The extant empirical findings have shown linear 
positive (e.g. Eckert et al., 2010; Mishra and Gobeli, 1998; Pangarkar, 2008) or linear 
negative (e.g. Click and Harrison, 2000; Geringer, Tallman and Olsen, 2000; Kim and 
Mathur, 2008), U-shaped (e.g. Capar and Kotabe, 2003; Lu and Beamish, 2001; Mathur, 
Singh and Gleason, 2001) and inverted U-shaped forms (e.g. Gomes and Ramaswamy, 
1999; Hsu and Boggs, 2003; Ruigrok and Wagner, 2003), or S-shaped (e.g. Contractor, 
Kundu and Hsu, 2003; Lu and Beamish, 2004; Thomas and Eden, 2004) and inverted 
S-shaped (e.g. Krist, 2009; Kudina, Rugman and Yip, 2009; Ral-Trebacz, A., 2016; 
Ruigrok, Amman and Wagner, 2007) M-P relationships. An inverted U-shaped form 
indicates that, to a certain threshold, internationalizing companies gain positive net 
returns from multinationality (Chen and Tan, 2012). However, beyond this point 
coordination and complexity costs outweigh the benefits given that, peu à peu, MNCs 
extend their international operations in host countries (Chen and Tan, 2012). In contrast, 
the standard U-shaped M-P relationship refers to firms at the beginning of their 
international expansion, which do not possess sufficient international experience and 
thus suffer from liabilities of foreignness and newness, leading to a reduction in 
performance (Chen and Tan, 2012; Ruigrok and Wagner, 2003). At the second stage 
(the positive slope of the U-curve), it is reasoned that companies have gained enough 
                                                          
8 This effect should be expected if a company’s incentive system for managers and/or corporate 
governance system is not sufficient effective.  
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international experience (i.e. readjustment through organizational learning) to handle 
the difficulties arising from host environments, thus leading to positive performance 
outcomes (Chen and Tan, 2012; Ruigrok and Wagner, 2003).  
The integration of these both curves, in particular the standard and the inverted U-shape 
resulted in the development of the three-stage-theory of international expansion 
(Contractor et al., 2003; Lu and Beamish, 2004), which can be considered as a general 
theory for the relationship between multinationality and performance (Contractor, 2007; 
Ruigrok et al., 2007). According to Contractor (2007), the elements of earlier findings 
on M-P show the different stages of the three-stage approach. Hence, the proposed S-
curve hypothesis consists of three stages. At the first stage, characterized by low degrees 
of multinationality, companies exhibit a decline in performance caused by liabilities of 
foreignness and newness. However, at the second stage these liabilities can be mitigated 
by the efficient adaptation to new environments through organizational learning 
processes. At this stage the benefits exceed the costs, therefore leading to a positive 
performance slope. By increasingly extending their international involvement MNCs 
then enter the third stage of international expansion, in which they encounter problems 
of complexity and coordination, ultimately resulting in the decline of performance once 
again. The development of the performance curve according to the three-stage-model 
(S-curve hypothesis) is shown in Figure 2 below. 
Figure 2: Multinationality and performance: S-curve hypothesis 
 
(Source: Lu and Beamish, 2004) 
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In contrast to the three-stage paradigm and based on contextual considerations regarding 
a company’s home country characteristics, Ruigrok et al. (2007) detected an inverted S-
shaped link between multinationality and performance. The underlying logic behind the 
inverted S-curve is that at the first stage of international expansion a company enters 
those host markets which are geographically and institutionally similar to the home 
market of the firm, thus minimizing the costs stemming from being new and foreign 
(Ruigrok et al., 2007). In the second phase MNCs expand to more distant (in geographic 
and institutional terms) host markets, in which complexity and operational costs are 
much higher than the multinationality benefits, resulting in performance decrease 
(Ruigrok et al., 2007). At the third and final stage of their expansion, companies have 
gained substantial international experience sufficient to deal with the increased 
complexity at high degrees of multinationality (Ruigrok et al., 2007). Ultimately, in the 
third phase these MNCs are able to restore positive performance outcomes.  
To date, the findings of empirical studies have not been able to demonstrate a consistent 
picture as far as the M-P relationship is concerned; nor have they established a general 
link. Hennart, for example, clearly states that, “more than one hundred empirical studies 
have failed to produce robust results” (Hennart, 2007, p. 45). Indeed, attempts to resolve 
the M-P issue have commonly been described as either inconsistent (Ruigrok and 
Wagner, 2003), contradictory (Contractor, Kumar and Kundu, 2007), conflicting 
(Annavarjula and Beldona, 2000), disappointing (Hennart, 2007), or ambiguous (Eckert 
et al., 2016b). As pointed out by Verbeke et al. “the search for a generalized, stable MP 
relationship is the equivalent of the search for the Holy Grail: It is unlikely to be 
uncovered” (Verbeke et al., 2009, p. 159).  
The next chapter seeks to provide some explanations for the mixed empirical results. In 
particular, Chapter 4 attempts to differentiate the performance impact of 
multinationality depending on a) the scope of international expansion (regional vs. 




4. DIFFERENTIATING THE PERFORMANCE EFFECTS OF 
MULTINATIONALITY 
4.1. REGIONALIZATION HYPOTHESIS 
Recent academic debates in the IB community have shown that the operations of MNCs 
are more regional than global (Rugman, 2001; 2005; Rugman and Verbeke, 2004; 
2007). In their seminal work on regionalization, Rugman and Verbeke (2004) 
investigated the distribution of sales across triad regions (defined as the United States, 
European Union (EU), and Asia-Pacific) among 380 of the Fortune Global 500 
companies listed in 2001. The results of Rugman and Verbeke’s study revealed that 
almost 85 percent (320 from the 380) of the analyzed firms had at least 50 percent of 
their sales within their home region of the triad. This development was also supported 
by subsequent studies, which were based on companies’ sales and assets dispersion (e.g. 
Cerrato, 2009; Collinson and Rugman, 2008; Oh, 2009, 2010; Rugman and Collinson, 
2006; Rugman and Oh, 2008, 2010, 2013; Rugman and Sukpanich, 2006; Rugman and 
Verbeke, 2008a, b; Rugman, Li and Oh, 2009). As noted by Rugman and Collinson, 
“there is no evidence to support a trend towards globalization... Instead, we have a 
system of semi-globalization, in which firms and initiatives are strongly localized. This 
implies that analysis of global strategy has been too simplistic, if not indeed based on 
inaccurate interpretation of the data” (Rugman and Collinson, 2006, pp.167-168). 
Indeed, Rugman and Verbeke argue that the “home-region orientation of most 
multinational enterprises implies that the reality of globalization has been vastly 
exaggerated” (Rugman and Verbeke, 2008b, p. 398). Referring to the criticism of 
Osegowitsch and Sammartino (2008), a recent study by Oh and Rugman (2014) 
confirmed that there is no robust empirical evidence towards global activities of MNCs. 
Based on sales and assets information for the Fortune 500 companies and using a 
longitudinal over the 1999-2008 period, the authors found that the nearly 80 percent of 
analyzed firms are home-region oriented. 
These important insights into the regional dimension of MNCs’ strategies could have 
significant consequences for the M-P relationship (Chen and Tan, 2012). As suggested 
by Rugman and Verbeke (2005), the home region of a firm could represent an optimal 
setting as far as the benefits of multinationality are concerned. Lee and Rugman (2012) 
10 
 
as well as Rugman and Verbeke (2004) argue that compared to an expansion outside the 
home countries, activities within the home region minimize a firm’s overall transaction 
costs. This is because home regions provide better opportunities for the exploitation of 
FSAs (Rugman, 2005; Verbeke and Kano, 2012). As pointed out by Li, the regional 
“strategy may facilitate the realization of economies of scale and scope by confining the 
transfer and utilization of intangible assets to a regional market that is physically and 
economically close to the domestic market” (Li, 2005, p. 42). Due to economic, cultural, 
and institutional similarities within the home region, there is a certain incentive for firms 
to more readily pursue an intra-regional strategy, since such environmental closeness 
offers less uncertainty and complexity (Banalieva and Santoro, 2009; Rugman and 
Verbeke, 2008a). Several scholars refer in this context to so-called liabilities of intra-
regional foreignness, which are lower as compared with the inter-regional liabilities of 
foreignness (i.e. liabilities of foreignness occurring outside the home region) (Lee and 
Rugman, 2012; Rugman and Verbeke, 2004; Rugman and Oh, 2010). An inter-regional 
strategy, as compared with an intra-regional strategy, is associated with higher 
managerial, communication and coordination costs (Lee and Rugman, 2012) because 
companies will face higher uncertainty and complexity given their unfamiliarity with 
the host environments, which in turn results in high operating costs (Qian, Lee and 
Rugman, 2013; Rugman and Verbeke, 2007). Thus, taking a regionalization view of 
benefits and costs, the argument of liabilities of foreignness plays an important role in 
deriving the performance outcomes of an intra- and inter-regional expansion. In sum 
then, an intra-regional expansion should be associated with a more positive performance 
effect than an inter-regional strategy.  
Recent empirical evidence on the relationship between regionalization and performance 
supports the superiority of an intra-regional over an inter-regional expansion. For 
instance, Qian, Khoury, Peng and Qian (2010) demonstrated that for a sample of 123 
US firms, an intra-regional strategy is associated with higher performance. In a similar 
vein, Ruigrok, Georgakakis and Greve (2013) found that greater sales within the home 
region lead to superior performance. Other studies (e.g. Oh, 2010; Sukpanich and 
Rugman, 2007) concluded that, in general, home-region-oriented firms perform better 
than companies that conduct a major portion of their sales activities beyond the home 
region. At the same time, however, there are also a number of empirical investigations 
which found the opposite (i.e. the superiority of an inter-regional over an intra-regional 
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diversification) effect (e.g. Cerrato and Piva, 2015; Delios and Beamish, 2005; Elango, 
2004), no significant impact of an intra-regional strategy on performance (Banalieva 
and Dhanaraj, 2013), or nonlinear relationships between the degree of regionalization 
and performance (Oh and Contractor, 2014; Oh, Sohl and Rugman, 2015; Qian et al., 
2010; Rugman and Oh, 2010).  
The regionalization perspective on MNCs’ activities has also been subject to criticism 
in recent years. In particular, Asmussen (2009) and Osegowitsch and Sammartino 
(2008) have raised several concerns regarding the methodological and empirical 
foundations of the regionalization hypothesis. The latter authors, Osegowitsch and 
Sammartino (2008) criticized the classification threshold of firms into global and 
regional. Additionally, they adopted a longitudinal data study (from 1991 to 2001) to 
check for robustness of Rugman and Verbeke’s classification. From their observations 
Osegowitsch and Sammartino concluded that “[w]hen retesting the data using different 
schema we find that the original results are far from robust, with a significant share of 
firms attaining bi-regional or global status. Further longitudinal analysis shows that 
large firms increasingly are extending their sales beyond the home region” 
(Osegowitsch and Sammartino, 2008, p. 184). Nevertheless, these authors admit that, 
“Alan Rugman and co-authors have opened up an exciting new research stream” 
(Osegowitsch and Sammartino, 2008, p. 193). Hence, in relating all these insights to the 
M-P relationship context it can be concluded that the link between multinationality and 
performance may indeed be contingent upon the MNC’s scope of expansion (regional 
vs. global), although the effect is not yet clear. 
4.2. FIRM-SPECIFIC ADVANTAGES (FSAS) 
Further factors which might have an impact on the link between multinationality and 
performance include firm-specific advantages (FSAs) (Verbeke and Forootan, 2012). 
According to some scholars, performance implications of multinationality depend on 
FSAs. (Kirca et al., 2011; Morck and Yeung, 1991). From a theoretical perspective, 
there are several theories/arguments that explain the effect of FSAs on the 
multinationality-performance relationship. For instance, based on the geographical 
transferability of FSAs the regionalization perspective distinguishes between regional-
12 
 
bound (RB) and non-regional-bound (NRB) FSAs.9 Consumer-end (i.e. downstream) 
FSAs tend to be regional-bound (Rugman, Verbeke and Nguyen, 2011) and RB FSAs 
are “difficult to transfer, requiring significant adaptation in order to be used in other 
locations [regions]” (Collinson and Rugman, 2008, p. 221). In the regionalization 
context this implies that the value of RB FSAs can be more effectively exploited in 
firms’ home regions (Banalieva and Eddleston, 2011; Rugman and Verbeke, 2007), 
since they are “contingent on local and regional endowments to the degree that 
replicating, transferring or leveraging these advantages in other contexts either proves 
impossible or presents a costlier or longer-term adaptation” (Collinson and Rugman, 
2008, pp. 228-229). Therefore, the exploitation of regional-bound advantages beyond 
firms’ own regions can prove to be a costly undertaking (Rugman and Verbeke, 2001). 
On the other side, recent research on the regionalization phenomenon has shown that 
companies with more R&D activities operate more on a global than regional scale 
(Cerrato, 2009; Oh and Rugman, 2012). This could indicate that FSAs in the field of 
R&D tend to be non-regional-bound. This characteristic enables MNCs to exploit these 
FSAs across different regions without significant losses of value to its resources 
(Cerrato, 2009; Collinson and Rugman, 2008). Consequently, they can be efficiently 
exploited across different regions (Collinson and Rugman, 2008; Rugman et al., 2011). 
From this argument it appears that the RB FSAs as well as the NRB FSAs might have 
different impacts on the M-P relationship. In particular, MNCs with strong regional-
bound FSAs should benefit more from an intra-regional strategy whereas MNCs with 
substantial non-regional FSAs should achieve superior performance from an inter-
regional expansion. 
On the other side and in line with internalization theory, FSAs are subject to external 
market failure (Lu and Beamish, 2004). Consequently, internalization theory proposes 
that the most efficient way to organize economic activities involving firms’ FSAs is to 
adopt an internal coordination structure (Eckert, 2014). As noted by Buckley and Casson 
“[i]n fact, (…) a necessary condition for an internal market to be more efficient than an 
external one is that the external market is imperfect” (Buckley and Casson, 1976, p. 36-
37). According to scholars’ argumentation these assets are information intensive (Lu 
                                                          
9 Drawing upon the transaction costs concept, Rugman and Verbeke (1992, 2001) divide FSAs into 
location-bound and non-location-bound. This approach was mainly derived at the home-country level. 
In the context of the regionalization debate (see Section 4.3) these boundaries can be extended at the 
regional level (Ral-Trebacz and Eckert, 2016). 
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and Beamish, 2004) and display certain characteristics common to public goods (Morck 
and Yeung, 1991), since they are primarily based on proprietary information (Kirca et 
al., 2011). Due to the public good character of these FSAs, their exploitation via external 
market solution is more costly (i.e. causes higher transaction costs) than via an intra-
firm hierarchy system. Assuming that companies are profit-maximizing entities they are 
consequently motivated to organize their transactions within their own organization 
efficiently. By creating this internal transaction system MNCs are able to save costs 
compared to an external market solution (e.g. via licensing) (Buckley and Casson, 1976; 
Kirca et al., 2011). Furthermore, FSAs also require significant investment, so that in this 
context firms can benefit from increased multinationality, since extended international 
involvement allows the realization of scale and scope economies from the exploitation 
of these assets in several markets (Kirca et al., 2011; Lu and Beamish, 2004). In essence, 
from the internalization perspective an intra-firm utilization of FSAs attains higher 
efficiency gains compared with an external solution (Eckert, 2014). Hence, if MNCs are 
in possession of such assets and the more substantial these FSAs are for the company, 
the larger the performance impact of multinationality should be (Eckert, 2014; Kirca et 
al., 2011).10 
In more recent years, however, the internalization theory used to clarify the impact of 
FSAs on the M-P relationship has attracted some criticism. Hennart (2007) as well as 
Verbeke et al. (2009) concluded that there is no theoretical rationale upon which a 
generalizable M-P relationship could be predicted. For instance, Hennart noted that, 
from an internalization point of view FSAs do not guarantee superior performance and 
that “only luck and/or superior management skills will make it possible for MNEs (…) 
to earn super-normal profits” (Hennart, 2007, p. 429). Based on Hennart (2007)’s 
critique, Kirca et al. integrated the resource based view (RBV) definition of strategic 
resources (Barney, 1991) within the internalization approach in order to “denote the 
                                                          
10 Besides the influence of FSAs on the M-P relationship, the propositions of the internalization theory 
suggest that FSAs also have an effect on a firm’s degree of multinationality. Due to market 
imperfections for intermediate goods, internalization theory predicts that MNCs will select an intra-firm 
governance structure as opposed to a market solution as a more cost effective way of organizing their 
own economic transactions (Buckley and Casson, 2009; Hennart, 2007). Hence, referring to 
internalization theory Hennart states that, “R&D and advertising intensity is a significant predictor of 
the level of its [the firm’s] investment abroad” (Hennart, 2007, p. 428). Indeed, recent meta-analysis 
conducted by Kirca et al. (2011) demonstrated that R&D intensity and marketing intensity both had a 
significant positive impact on multinationality.  
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characteristics of firm-specific assets” as well as to “resolve tensions in internalization 
theory by providing additional clarity regarding the nature and role of firm-specific 
assets” (Kirca et al., p. 51). According to the RBV perspective, FSAs can achieve 
superior performance if they are valuable (V), rare (R), inimitable (I) and non-
substitutable (N) (Barney, 1991; Peteraf, 1993). If MNCs have such FSAs at their 
disposal, they are able to gain greater benefits of international expansion (Kotabe, 
Srinivasan and Aulakh, 2002). Based on the RBV, Kotabe et al. (2002) argue that MNCs 
which are in charge of assets with the VRIN-characteristics can differentiate themselves 
from other competitors on international markets (e.g. by improving producing 
processes, developing innovative products, brand names, unique marketing strategies 
etc.). Furthermore, they can also charge premium prices in foreign markets as well as 
increase their overall efficiency by lowering the production costs through economies of 
scale (Bae, Park and Wang, 2008; Kotabe et al., 2002). Consequently, from the RBV 
perspective the more substantial (relating to the VRIN-conditions) the FSAs are, the 
greater the performance effects of multinationality. 
Previous research adopted the propositions of the internalization theory and investigated 
the role FSAs play as moderators in the M-P relationship. The first empirical which have 
tested the theory was by Morck and Yeung (1991). Based on a sample of US firms they 
found a significant moderating effect of intangible assets11 on the M-P relationship. 
Although they demonstrated that multinationality per se had no effect on performance, 
they detected a significant moderating impact of firm-specific intangibles on the M-P 
relationship. From their results they concluded that “the value of multinationality stems 
from the possession of intangible assets, and the value of these intangible assets 
increases with the degree of multinationality” (Morck and Yeung, 1991, p. 176). With 
reference to the pioneering work of Morck and Yeung (1991) several scholars have since 
tested the moderating effect of FSAs on the M-P relationship. These studies have 
adopted different measurements for performance and for multinationality, with results 
being mixed, however. While some empirical studies have shown a significant positive 
moderating effect of marketing-related and technology-related FSAs (e.g. Mishra and 
Gobeli, 1998; Morck and Yeung, 1991; Tsai, 2014), as depicted in Table 2 below, there 
                                                          
11 Previous research differentiated mainly between firm-specific intangible assets in the field of R&D 
(measured by R&D expenses to total sales) and in the field of marketing (measured by marketing 
expenses to total sales). 
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Table 2: Empirical results regarding the moderating effect of FSAs on the M-P relationship 
Autor(s), Year Sample DV M variable FSAs variable Findings 
Chari, Devaraj 




TQ Index of 
FSTS and number of foreign 
countries 
IT investments Positive 







Positive (FATA R&D intensity); 
positive (FATA*marketing 
intensity); 
negative (FSTS*marketing intensity) 
Gande, Schenzler 
and Senbet, 2009 
7233 US 
companies 










FSTS R&D intensity Positive 






FSTS R&D intensity; 
marketing intensity 
Positive (FSTS*R&D intensity  
OPSALINV); 
negative (FSTS*marketing intensity 
ROA) 





ROA; TQ Index of number of foreign 





intensity  TQ); 
Positive (Multinationality*RD 





TQ FSTS; number of foreign 
subsidiaries 





TQ Number of foreign subsidiaries; 




Oh, 2010 1291 US 
companies 
Market value FSTS R&D intensity; 
marketing intensity 
Positive (FSTS*marketing intensity); 







Corporate reputation Positive 
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Negative (FSTS*R&D intensity;  
TQ); 
positive (FSTS*marketing intensity 
 TQ);  
negative (RSTS*R&D intensity;  
auf TQ); 
no significant effects on ROA/ROS 
Tsai, 2014 155 
Taiwanese 
companies 
ROA FSTS RDS intensity; 
learning capability 
Positive  















Abbreviations: dependent variable (DV), multinationality (M), Tobin’s Q (TQ), foreign sales to total sales (FSTS), information technology (IT), foreign assets to total assets (FATA), research 
and development (R&D), return on assets (ROA), sales to operating costs (OPSALINV), foreign profits to total profits (FPTP), return on sales (ROS), regional sales to total sales (RSTS), 
product announcement (PD) 
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is also some evidence for a negative moderation impact of both marketing-related (e.g. 
Eckert et al., 2010; Kotabe et al., 2002; Rugman and Oh, 2010) and R&D-related FSAs 
(e.g. Oh, 2010; Rugman and Oh, 2010), or even cases where no significant impact has 
been found (e.g. Rugman and Oh, 2010). Overall, the interplay between 
multinationality, FSAs and performance has not yet been sufficiently clarified from a 
theoretical point of view or with regard to empirical findings. 
4.3. HOME REGION EFFECTS 
Extant research considers firms’ environmental conditions for internationalization as an 
important factor in determining the M-P relationship. For instance, Delios and Beamish 
(2005) suggest that the size of the home country has an impact on the extent of a 
company’s degree of international activities. They conclude that, compared with entities 
from smaller countries with a smaller domestic market, firms from countries with larger 
home markets do not have a special incentive to internationalize since they can realize 
scale economies within their own national market frontiers (Delios and Beamish, 2005). 
Eckert et al. (2010) make the same point, namely that “the category of US MNCs may 
be a very special case of the MNC. US MNCs have a very large domestic market. 
Certain advantages that other firms may only realize by going abroad, may be realized 
by US companies by exploiting the potential of their domestic market” (Eckert et al., 
2010, p. 565). In a similar vein, Ruigrok and Wagner (2003) as well as Ruigrok et al. 
(2007) argued for and found empirical evidence that the geographic origin of a company 
influences the benefits and costs of multinationality. For example, Ruigrok et al. (2007) 
considered environmental conditions for internationalization among Swiss firms. In 
particular, based on considerations that companies from Switzerland have a relatively 
small home market, similar (in terms of geographic, cultural, institutional, and economic 
distance) neighboring countries, and an unrestricted access to the European Union 
(Ruigrok et al., 2007) they demonstrated, in contrast to the findings for US or Japanese 
firms (e.g. Contractor et al., 2003; Lu and Beamish, 2004), that the M-P relationship has 
an inverted S-shaped form. Moreover, in Wan and Hoskisson’s (2003) study on the 
relevance of the home country environment context for diversification strategies the 
authors found that firms from countries with a so-called more munificent12 home 
                                                          
12 The authors define the concept of munificent as “as the availability of crucial factors and institutions in 
the home country environment” (Wan and Hoskisson, 2003, p. 29). 
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country environment are able to benefit from international activities, and that for 
companies from countries with less munificent environments an international 
diversification strategy does not gain significant positive or negative effects (Wan and 
Hoskisson, 2003). More evidence for the effect of environmental conditions is provided 
by Eckert, Dittfeld and Meinfelder (2016a). Based on a sample of firms from 14 
European countries they show that the performance impact of multinationality depends 
on the legal tradition of a firm’s home country. Similarly, Elango and Sethi (2007) 
demonstrated that the M-P relationship differs with regard to characteristics of the home 
country. Whereas firms from smaller countries (defined by extensive foreign trade) 
exhibited significant positive performance effects of multinationality, companies from 
large countries (defined by moderate foreign trade) showed an inverted M-P 
relationship. In sum, several empirical findings indicate that a firm’s country/region 
context plays an important part in the overall shape of the M-P relationship.  
Europe as a region assumes a significant role in the global economy. According to the 
World Trade Organization (WTO), the European region accounted for more than one 
third of total world exports (36.4 percent) in 2013 (WTO, 2014). Simultaneously, 68.4 
percent of all European exports were made to countries within its own region. Given the 
relevance of the European region for the world economy, empirical investigations based 
on samples of firms from Europe have received relative little attention in previous 
research. In general, research on the M-P relationship is clearly dominated by US data. 
In a recent meta-analysis, Kirca et al. (2011) found that 52.3 percent of the most 
influential M-P research papers conducted their analyses using US samples. Samples of 
companies from Europe accounted for only 15.3 percent of the empirical studies 
analyzed. Likewise other meta-analytical reviews regarding the M-P relationship 
revealed the dominance of US-based MNCs investigations, while empirical studies 
relating to European samples remain underrepresented (see Table 3). Given the 
importance of a firm’s home region, companies from the European region can be 
considered as an appropriate setting to examine the overall M-P relationship and the 
performance impact of an intra- and inter-regional strategy. In particular, companies 
from Europe represent a unique sample to address the research questions of this thesis 
(see Chapter 5). As compared to Japanese or US firms, European MNCs have a larger 
number of neighboring markets, which are more similar to each other in terms of 
geographic, institutional or economic distance. 
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Table 3: Overview of the adopted samples in M-P research 
Review/Meta-analysis  Europe USA Total 
Bausch and Krist (2007) N 6 16 36 
 Share  16.70% 44.40% 100.00% 
Li (2007)  N 8 23 45 
 Share  17.80% 51.10% 100.00% 
Kirca et al. (2011) N 17 58 111 
 Share  15.30% 52.30% 100.00% 
Yang and Driffield 
(2012) 
N 7 37 54 
 Share 13.00% 68.50% 100.00% 
For instance, due to these similarities the negative effects of liabilities of foreignness 
within the home-region can be expected to be relatively low (Ruigrok et al., 2007). 
Moreover given the common European market, companies from Europe have unlimited 
access to a wider economic union. Certainly, membership in the EU provides European 
MNCs with several benefits. A central advantage of the EU is the administrative, 
political, as well as economic convergence (Verbeke and Kano, 2012). This should 
typically lead to less uncertainty and less complexity in conducting business activities 
throughout the region (Banalieva and Santoro, 2009; Rugman and Verbeke, 2008a). The 
common and integrated market can help companies to internationalize more easily and 
at lower costs (Ruigrok et al., 2007). Verbeke and Kano, for example, suggest that the 
characteristics of regional market integration can be considered as “the removal of 
unnatural market imperfections” (Verbeke and Kano, 2012, p. 138). Finally, as 
compared to the US domestic market, European countries have relatively smaller home 
markets. Thus, as noted by Ruigrok et al. (2007), given the size of European markets, 
companies from Europe should have fewer problems when undertaking international 
expansion. In sum, the home country/region of European MNCs can have a significant 
impact on the development of a firm’s performance while expanding abroad. 
5. RESEARCH QUESTIONS 
The first set of research questions seeks to explore the overall performance impact of 
multinationality, while taking into account the potential home-region effects as well as 
an MNC’s scope of expansion (regional vs. global). In particular, the present dissertation 





1. Does the three-stage theory of international expansion (S-curve hypothesis) also 
hold for companies from Europe? 
2. What is the performance impact of intra-regional (as opposed to inter-regional) 
expansion in the case of European companies?  
The following block of research questions aims to clarify the interrelations between 
multinationality, FSAs and performance. Thus, the next research questions can be stated 
as: 
3. What is the impact of a firm’s intangible assets on the degree of corporate 
multinationality?  
4. Does corporate multinationality act as a moderator in the relationship between a 
firm’s intangible assets and performance?  
5. Do a firm’s intangible assets act as moderators in the relationship between 
multinationality and performance?  
6. What is the impact of regional-bound firm-specific advantages on the relationship 
between intra-regional expansion and performance? 
7. What is the impact of non-regional-bound firm-specific advantages on the 
relationship between intra-regional expansion and performance?  
6. INTRODUCING THE RESEARCH PAPERS 
6.1. RESEARCH PAPER 1 
The first research paper entitled “The interplay between firm’s intangible assets, 
corporate multinationality and performance” answers the set of research questions: 
What is the impact of a firm’s intangible assets on the degree of corporate 
multinationality?  
Does corporate multinationality act as a moderator in the relationship between a 
firm’s intangible assets and performance?  
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In order to answer the first question here, this paper is based on the proponents of 
internalization theory (Buckley and Casson, 1976). As outlined in Section 4.2, markets 
for intangible assets – especially those related to R&D and marketing – are imperfect. 
Thus, firms must create an internal market in order to capitalize on such resources 
(Buckley and Casson, 1976). Hence, according to internalization theory intangible 
assets should be significant predictors for a company’s degree of multinationality 
(Hennart, 2007). Therefore, the first research paper puts the following research 
hypotheses into context:  
Higher levels of intangible assets measured as R&D intensity lead to higher 
degrees of multinationality of an MNC. 
Higher levels of intangible assets measured as advertising intensity lead to higher 
degrees of multinationality of an MNC. 
The paper additionally investigates the moderating role of multinationality on the 
relationship between a firm’s intangible assets and performance. The theoretical 
argument explaining the moderating impact of corporate multinationality can be derived 
from the argument of transfer costs. Since multinationality is often related to the 
transmission of knowledge-based assets, in particular intangible ones, the cross-border 
transfer of such resources can be relatively costly (Buckley and Casson, 1976; Kogut 
and Zander, 1993; Teece, 1977), which is in part due to the codifiable and non-codifiable 
(i.e. tacit) components of knowledge (Cantwell, 2001). This creates several transmission 
problems while transferring the tacit elements, consequently resulting in high transfer 
costs (Buckley and Strange, 2011; Teece, 1981). According to some authors, 
multinationality represents an organizational structure capable of handling these 
problems efficiently (Kogut and Zander, 1993). In particular, MNCs can exploit their 
intangibles in a more efficient manner as their international activities become more 
substantial (Kirca et al., 2011; Kogut and Zander, 1993). Hence, corporate 
multinationality represents a moderating factor in the relationship between a firm’s 
intangible assets and performance: 
The relationship between a firm’s intangible assets and firm performance will 
depend on the degree of corporate multinationality, such that greater 
multinationality will cause higher performance from possessing intangible assets. 
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Based on a sample of publicity listed European companies between 1998 and 2003, the 
results of the ordinary least squares (OLS)13 regression showed that higher levels of a 
firm’s specific intangible assets lead to a higher degree of corporate multinationality, 
supporting the first two hypotheses. Moreover, the findings indicate that 
multinationality has a significant positive moderating impact on the relationship 
between intangible assets and performance.   
An earlier version of this paper was presented in a competitive session at the 40th annual 
European International Academy of Business (EIBA) conference in Uppsala, Sweden 
in 2014. Moreover, the paper was published in the Journal of International Business 
and Economics (Year 2015, Vol. 15, No. 1, pp. 30–48), which is ranked by the VHB-
JOURQUAL14 as a C-Journal. 
6.2. RESEARCH PAPER 2 
The second research paper entitled “Performance effects of multinationality: Evidence 
from European companies” answers the following research questions: 
Does the three-stage theory of international expansion (S-curve hypothesis) also 
hold for companies from Europe? 
Do a firm’s intangible assets act as moderators in the relationship between 
multinationality and performance?  
According to Ruigrok et al. the sigmoid S-curve M-P relationship can be facilitated by 
“the following conditions: 
 Companies are based in a relatively large home market. Large home markets reduce 
companies’ and managers’ exposure to different (foreign) business environments, 
increasing learning costs. Furthermore, companies from large countries may struggle 
with partly irrational or undeserved negative images abroad, increasing the costs of 
                                                          
13 Appendix 1 shows an additional analysis using two-stage least square (2SLS) regression, which was 
not part of the published article. The results do not differ from those obtained via the OLS regression, 
however. 
14 VHB (Verband der Hochschullehrer für Betriebswirtschaft e. V.) is a German academic association in 
the field of business research. The JOURQUAL represents journal rankings in the diverse field of 
business and economic research. For more information visit: www.vhbonline.org. To obtain the latest 




 Companies are based in a country without larger foreign markets in which customers 
and employees speak the same first language and where institutional arrangements are 
comparable. Under these conditions firms expanding internationally will face non-
negligible language hurdles and institutional differences, and are more likely to face the 
damaging effects of the liability of foreignness and newness, initial learning costs, and 
insufficient economies of scale; 
 Companies are not based in a country part of, or with unrestricted access to, a much 
wider economic union. Companies that do not have access to a wider economic union 
will find it more difficult to overcome the costs associated with insufficient economies 
of scale“ (Ruigrok et al., 2007, pp. 352-353). 
Since the companies from European countries do not meet these conditions, the sigmoid 
S-shaped curve should not be the case. Rather, the second research paper argues that, 
because of the special characteristics of the home region, European companies do not 
exhibit initial performance decline as proposed by the three-stage theory of international 
expansion. Furthermore, coordination and complexity problems induced through 
extended multinationality can be effectively handled by experience gathered from 
previous international activities (Ruigrok et al., 2007). In particular, the presented paper 
suggests an inverted S-shaped M-P relationship and puts the following research 
hypothesis into context: 
For European firms, the relationship between multinationality and firm 
performance has an inverted S-shaped form, with a performance increase at low 
degrees of multinationality, followed by performance decline at mid-degrees of 
multinationality and performance growth for high degrees of multinationality. 
Moreover, the paper also examines the moderating impact of R&D- and marketing-
related intangible assets on the M-P relationship. Two core theoretical arguments, which 
derive the moderating impact of intangible resources, are rooted in internalization 
theory (Buckley and Casson, 1976) and the RBV of the firm (Barney, 1991). Due to the 
fact that these assets are information intensive and have some characteristics common 
to public goods (Kirca et al., 2011; Morck and Yeung, 1991), firms can benefit from 
their exploitation via increased multinationality (Kirca et al., 2011; Lu and Beamish, 
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2004). Furthermore, given that such firm-specific intangible assets are valuable, rare, 
inimitable and non-substitutable (Barney, 1991), the performance impact of 
multinationality should be higher, the greater the investments in these assets are. Putting 
all this together, the second paper derives the following hypotheses regarding the 
moderating effect of firm-specific intangible resources on the M-P relationship:  
The larger the investments in R&D-related intangibles assets, the greater the 
positive performance impact of a firm’s degree of multinationality. 
The larger the investments in marketing-related intangibles assets, the greater the 
positive performance impact of a firm’s degree of multinationality. 
The sample consisted of large European companies between 1998 and 2006. To correct 
for endogeneity the 2SLS-method was employed to estimate the regression coefficients 
(Greene, 2012; Reeb, Sakakibara and Mahmodd, 2012). The overall impact of 
multinationality on firms’ financial performance as measured by return on assets (ROA) 
showed an inverted S-shaped relationship, thus supporting the first hypothesis. 
Moreover, for the market-based proxy for a company’s performance (as measured by 
Tobin’s Q), the findings exhibited an inverted U-shaped M-P relation. Finally, as 
regards the moderating effect of firm-specific intangible assets, the investigation 
indicated a positive moderation impact of marketing-related intangibles on the link 
between multinationality and performance. FSAs related to R&D revealed no significant 
moderating effect on the M-P relationship. 
An earlier version of this paper was accepted and presented at the International Business 
Review Paper Development Workshop (IBR PDW) during the 40th annual EIBA 
conference in Uppsala, Sweden in 2014. Moreover, the paper was published in the 
European Journal of International Management (Year 2016, Vol. 10, No. 6, pp. 698–
724), which is ranked by the VHB-JOURQUAL as a B-Journal. 
6.3. RESEARCH PAPER 3 
The third research paper entitled “Performance effects of intra- and inter-regional 
expansion: The moderating role of firm-specific advantages” answers the following set 




What is the performance impact of intra-regional (as opposed to inter-regional) 
expansion in the case of European companies?  
What is the impact of regional-bound firm-specific advantages in the relationship 
between intra-regional expansion and performance?  
What is the impact of non-regional-bound firm-specific advantages in the 
relationship between intra-regional expansion and performance?  
Drawing on the regionalization perspective, the theoretical framework adopted in this 
paper argues that, due to certain similarities among countries from the same region the 
uncertainty and complexity problems are lower for firms pursuing an intra-regional than 
an inter-regional strategy (Banalieva and Santoro, 2009; Rugman and Verbeke, 2008a). 
This in turn leads to lower intra-regional as compared to inter-regional liabilities of 
foreignness (i.e. induced by an inter-regional expansion). Hence taking into account the 
benefits of international expansion, an intra-regional (as opposed to inter-regional) 
expansion should be associated with higher performance. The third research paper puts 
the following research hypothesis into context: 
Ceteris paribus, a greater extent of intra-regional (as opposed to inter-regional) 
expansion is positively correlated with firm performance.  
The underlying empirical paper also investigates the moderating impact of marketing-
related and R&D-related FSAs on the relationship between an intra-regional expansion 
and performance. Since FSAs in the field of marketing tend to be more regional-bound 
(Rugman et al., 2011), their exploitation within the home region of a firm should be 
more beneficial. In contrast, due to the non-regional-bound characteristics of FSAs in 
the R&D-field, there should be a negative moderating effect of these FSAs on the 
relationship between an intra-regional expansion and performance, since they can be 
exploited more efficiently in host regions (Collinson and Rugman, 2008; Rugman et al., 
2011). Therefore, the third research paper also develops the following research 
hypotheses: 
Marketing-related FSAs moderate the relationship between intra-regional 
expansion and performance in such a way that greater investment in marketing-
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related FSAs will foster higher performance from an intra-regional (as opposed 
to inter-regional) expansion. 
R&D-related FSAs moderate the relationship between intra-regional expansion 
and performance in such a way that greater investment in R&D-related FSAs will 
foster lower performance from an intra-regional (as opposed to inter-regional) 
expansion. 
The analyzed sample consisted of large companies from six western European countries 
between 2008 and 2012. To examine the impact of an intra-regional expansion on 
company performance multilevel techniques (with repeated measure design) were 
applied (Hox, 2010). The results demonstrated that an intra-regional strategy leads to 
increases in performance. In contrast, an inter-regional expansion is associated with 
performance decline. With regard to the moderation effects of regional-bound and non-
regional-bound FSAs, the results indicated a positive moderating effect of marketing-
related FSAs on the performance impact of an intra-regional expansion. For FSAs in the 
field of R&D no significant impact was detected. 
Research Paper 3 was created together with my supervising professor, Stefan Eckert. I 
developed the introductory part as well as the underlying theoretical frameworks. 
Moreover, I also gathered, analyzed and interpreted the data, and also wrote the 
contribution. The paper benefited from valuable feedback and comments from the co-
author. An earlier version of this paper was accepted and presented at the International 
Academy of Business and Economics (IABE) Summer in Florence and Pisa, Italy in 
2016. The revised manuscript has been accepted for publication in Problems and 
Perspectives in Management (Year 2016, Vol. 14, No. 3, pp. 8–20) which is ranked by 
the VHB-JOURQUAL as a C-Journal. 
7. CONCLUSIONS 
This dissertation examines the performance effects of multinationality. With regard to 
the central research question, the results of the respective research papers demonstrate 
that this impact is contingent upon certain contextual considerations. In particular, the 
findings of the three papers show that it is necessary to differentiate the performance 
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impact of multinationality, since it can be contingent on: a) the scope of international 
expansion; b) the home region effects c) the role of FSAs. 
First, taking the regional dimension of business activities into account, the findings 
indicate that the direction in which an MNC expands (regional or global) has different 
impacts on performance. While an intra-regional strategy is associated with an increase 
in performance, an inter-regional expansion leads to a performance decrease, since an 
MNC is confronted with relatively higher uncertainty, complexity and coordination 
problems. These performance effects of an intra- vs. inter-regional strategy are in line 
with some previous findings regarding the link between regional strategy and 
performance (e.g. Qian, et al., 2010; Ruigrok et al., 2013; Sukpanich and Rugman, 
2007).  
Second, the findings of this dissertation also show that home region of European MNCs 
play a significant role in determining the M-P relationship, which highlights the 
importance of home region effects. Regarding the overall M-P relationship, the second 
research paper suggests that the region of origin provides specific environmental 
conditions which foster a company’s internationalization. In particular, the results 
demonstrate that for companies from a European region there was a financial 
performance increase at low levels of multinationality, performance decline at middle 
stages and ultimately again an increase in financial performance at high levels of 
multinationality. Thus, the common European region can be considered as a supportive 
environment in a firm’s internationalization (Rugman and Kano, 2012). From the 
market valuation perspective the performance impact of multinationality showed an 
inverted U-shaped curve. This could indicate that from the investor’s perspective, 
multinationality is considered as a “double-edged sword”. In other words, while in light 
of its benefits investors value multinationality to a certain degree, at high stages of 
international expansion investors experience multinationality as being too risky, 
resulting in value decreases. Overall, it can be said that the M-P relationship differs with 
regard to the measure of performance employed.  
Third, the research papers introduced in this dissertation reveal that performance 
implications of multinationality appear to be a function between the degree of 
multinationality and the amount of FSAs (Kirca et al., 2011; Morck and Yeung, 1991). 
In other words, FSAs act as moderators in the M-P relationship, irrespective of whether 
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an overall impact of multinationality (Research Paper 2) or the performance 
implications of intra- and inter-regional strategy (Research Paper 3) are investigated. In 
particular, the results show that expenditures in marketing-related FSAs have a 
significant positive moderating effect: the larger these investments are, the greater the 
performance effect of multinationality/intra-regional expansion. The findings 
concerning R&D-related FSAs are not significant. Since the empirical studies were 
mainly based on financial performance measurement (past-oriented measures such as 
ROA) and given the fact that R&D expenditures are a long-term investment, it could 
however be possible that the potential effects of FSA in the R&D field might be 
observable in the long run. Additionally, the results demonstrate that marketing-related 
and R&D related investments have a significant positive impact on the degree of 
multinationality. Hence, firms investing more in FSAs related to marketing and R&D 
show higher multinationality degrees. Moreover, the findings reveal that 
multinationality can be also considered as a moderating factor between firms’ intangible 
assets and performance. In particular, at high degrees of multinationality the exploitation 
of these assets reaped superior performance, while at low multinationality there was a 
negative performance effect. Due to the tacit components of intangible assets an 
overseas transmission of these assets causes high transfer costs. Hence, high degrees of 
multinationality seem to be the best way to minimize these costs as well and can thus 
be considered as a necessary condition to achieve superior performance when 
transferring intangible resources across borders.  
The results of the respective papers also carry a number of implications for managerial 
practice and academic research. Regarding the former, managers planning to expand 
internationally must be aware that internationalization may also prove to be challenging 
and may bear significant consequences for their firm’s performance. In particular, an 
inter-regional expansion implies a certain set of costs, and which are significantly higher 
when compared to an intra-regional strategy. In this sense, managers may find it useful 
to carry out a cost-benefit analysis before deciding whether to work towards a host-
region oriented expansion. More importantly, when pursuing an intra-regional strategy 
in the first place, MNCs can acquire foreign experience needed for further international 
expansion. Additionally, the knowledge about possible difficulties could help in the 
preparation of certain actions to deal more effectively with the challenges of expanding 
beyond the home region. Managers in MNCs which are already well-internationalized 
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could compute their optimal degree of internationalization (e.g. by using statistical 
equations and given a firm’s characteristics), in which they can maximize the gains from 
multinationality or/and, beyond which further expansion will lead to a performance 
decline. Moreover, the results of this dissertation indicate that FSAs, especially in the 
field of marketing, might help to achieve superior performance gains from 
multinationality. In particular, managers should allocate greater resources on marketing 
activities in order to minimize the negative effects of being new and foreign. By 
investing more in marketing activities, MNCs would also find it easier to fit their 
strategies with local conditions, enhancing the positive performance of 
internationalization.  
Turning to the respective papers’ implications for academic research, there is a clear 
need to incorporate special contextual considerations in future M-P models. There are 
several reasons for this. First, because the findings showed the regional dimension of 
international expansion should not be ignored while deriving the costs and benefits of 
internationalization. Second, because the characteristics of the home region play a 
meaningful role in determining the M-P curve. In this sense, future research should 
analyze contextual conditions for firms’ international expansion. Finally, as Kirca et al. 
note it “is not necessarily the extent of internationalization, but how firms deploy and 
exploit their firm-specific, tangible and intangible assets (…) that renders 
multinationality a viable strategy with positive performance outcomes” (Kirca et al., 
2011, p. 65). The results of the research papers showed that the effect of multinationality 
is contingent upon the possession and exploitation of FSAs. Thus, academic research 
should also consider the possible moderation effects of FSAs that might determine the 
M-P relationship. In sum then, it is hoped that the findings of this dissertation will be 
helpful in resolving the mixed findings from previous research. In particular, the results 
highlight the importance of contextual factors for the relationship between 





Appendix 1: Additional 2SLS analysis in the first research paper 
 Multinationality ROA 












































































12. Industry dummy included included included included 
13. Year dummy inlcuded inlcuded inlcuded inlcuded 
14. Country dummy inlcuded inlcuded inlcuded inlcuded 
Adjusted R2 49.00% 50.00% 16.70% 16.50% 
F-Value 40.82*** 42.22*** 8.61*** 8.52*** 
Notes: 
Unstandardised regression coefficients are shown, with t-statistics in parentheses 
a Logarithm; † p < 0.10; * p < 0.05; ** p < 0.01; *** p < 0.001 
b Corrected values for the multinationality variable after 2SLS procedure 
Abbreviations: logarithm of firms’ total assets (LNTA), total debt to total assets (TDTA), capital 
expenses to sales (CETS), industrial diversification (ID), research and development expenses to sales 
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